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Abstract
This study examines the stock price reaction to the
unexpected quarterly earnings announcements made by listed firms
in Pakistan using the data of 433 announcements made by 264 firms
for a 2-year period from 2010 to 2011.Empirical results show that the
unexpected quarterly earnings announcements do not have any
significant price reaction in the Pakistani market. Positive and
negative abnormal returns are observed for firms making favorable
and unfavorable earning announcements, respectively; but these
returns are not statistically significant. Moreover, the study finds that
the price reaction to the unexpected quarterly earnings
announcement is not related to the size of the firm.
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Introduction
Earnings announcements provide informative signals about
the companies’ current values and their future prospects. Following
the efficient market hypothesis, the stock prices should adjust
instantaneously to the information concerning security valuations
that are contained in the earnings announcements. A number of studies
have been conducted to examine the adjustment of stock prices to the
earnings announcements, both annual and interim.
In the first comprehensive study on the topic, Ball and Brown
(1968) investigated the information content of the earnings
announcements made by December 31 fiscal year-end firms and
concluded that at least one-half of all the information about a firm
which becomes available during a year is captured in that year’s
accounting numbers. However the release of annual report does not
cause unusual jumps in the stock returns since the information
contained there is already anticipated by the market. Market reacts
only if the actual accounting numbers differ from the expected figures.
Similar findings were reported by Oppong (1980) who concluded that
the annual earnings announcements made by December 31 fiscal year-
end firms have no information content. Since these firms, on average,
are relatively large and have greater flows of information from sources
other than earnings reports, therefore, their earnings reports do not
have significant information content for the investors.
Beaver (1968) examined the extent to which earnings report
contains information content for common stock investors using the
stock price and trading volume analysis. The study which excluded
the firms with fiscal year ending on December 31 found dramatic
volume and price activity in the earnings announcement week. The
price change in the earnings reporting week was 67% larger as
compared to the average price change in the non-report week.Joy,
Litzenberger and McEnally (1977) reported significant abnormal price
changes following the quarterly earnings announcements which were
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unexpectedly favorable. Moreover, the magnitude of subsequent price
adjustment was found to be dependent on the percentage deviation
of reported earnings from the expected earnings.
Differences in the signs as well as magnitudes of earnings
forecasts errors provide one reason for the differences in stock price
reaction following the earnings announcements (Ball and Brown, 1968;
Joy, Litzenberger and McEnally, 1977; and Beaver, Clarke and Wright,
1979).Pincus (1983) found that the differences in the stock market
behavior associated with earnings announcements are also explained
by the predictability of the earnings. Earnings announcements which
are hard-to-predict have more rapid adjustments and are associated
with greater variability of unexpected returns at the time of
announcement. Similar results were reported by Atiase(1985) who
concluded that the degree of stock price reaction in response to the
earnings announcements is inversely related to the firm’s size. The
amount of private pre-disclosure information production and
dissemination is higher for the firms with high market capitalization
allowing the market to predict their earning figures with more accuracy.
Cornell and Landsman (1989) examined the impact of quarter
ahead forecast revisions, year ahead forecast revisions and the
forecast errors on the stock prices. They concluded that for interim
earnings announcements, quarter ahead forecast revisions contain
most of the explanatory power; however, for the fourth quarter, year
ahead forecast revisions have the highest explanatory power. The
study also found the fourth quarters’ earnings announcements to be
more informative than the interim earnings announcements. Chen et
al (2002) examined the value relevance of earnings and dividends in
China where the announcements of earnings, cash dividends and
stock dividends are made concurrently. Their study found a positive
relationship between changes in earnings and stock returns measured
over short intervals of time. However, the magnitude of the relationship
varied with the sign of the stock dividend change. Increases in
earnings that were accompanied by increases in stock dividends
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resulted in highest abnormal returns, while the cash dividends
appeared to have no significant association with stock returns.
Qureshi, Abdullah and Imdadullah (2012) tested the efficient
market hypothesis in Pakistani market by examining the stock prices
around the annual earnings announcement dates. Their study reported
significant abnormal stock returns surrounding the annual earnings
announcement dates. Furthermore, the extent of the return abnormality
varied for the companies in the sample. Manufacturing companies,
smaller companies and foreign companies were reported to have higher
abnormal return as compared to service companies, larger companies
and domestic companies, respectively. There are, however, several
sources of potential bias in their study. First, the study sample
consisted of the companies included in KSE-100 index. Since KSE-100
index is composed of the companies with top market capitalization,
using these companies introduces a size bias in the sample. Second,
the sample did not exclude the earnings announcements where the
dividend announcements were made concurrently. The abnormal
returns reported in the study may be the result of dividend
announcements and hence cannot be related solely to the earnings
announcements.
This study attempts to examine the stock price reaction to
the unexpected quarterly earnings announcements made by listed
firms in Pakistan. The study also examines the differences in the stock
price reaction to unexpected quarterly earnings announcements based
on the firm size, measured through the market value of firm’s equity
(market capitalization).
Data and Methodology
The study is based on a sample of earnings announcements
made by all firms listed on the Karachi Stock Exchange (KSE) for the
first financial quarter during the 2-year period from January 2010 to
December 2011. A total of 989 announcements were identified. Two
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criteria were used in the selection of the sample announcements. (1)
The firm making the announcement must be listed on KSE for at least
twelve months before and one month after the announcement date.
(2) No dividends were announced during the 40-day period
surrounding the quarterly earnings announcement date. Criterion (1)
is used to ensure the availability of market prices for calculation of
market model parameters and criterion (2) is used to eliminate the
joint effect of earnings and dividends announcements and to study
the stock price reaction to the unexpected quarterly earnings
announcements only. A total of 433 announcements made by 264
firms during the 2-year period from 2010 to 2011 meet the above criteria.
The earnings announcement dates and the price data are obtained
from Karachi Stock Exchange.
The composition of the sample by industry group is
presented in table 1. The largest industry grouping is the Textiles,
comprising 17% of the sample. Table 2 presents the number of
announcements available in the sample. 64% of the sample firms made
two announcements between 2010 and 2011. Because the sample
includes both calendar-year firms (whose financial year ends on
December 31) and non-calendar-year  firms, the earnings
announcements occurred in different months. Table 3 shows the
distribution of announcements by month and year. The largest number
of sample announcements is made during the month of October. This
is because the first financial quarter for the largest industry group
(textile) ends on September 30 and the earnings announcements are
made in the subsequent month.
Following Joy, Litzenberger and McEnally (1977), a naive
expectations model is used for quarterly earnings-per-share. The model
forecasts no change in the given quarter’s earnings from the same
quarter of the previous year. Let Ei,qequals the reported EPS for firm i
in quarter q and Êi,q equals forecasted EPS for firm i in quarter q.
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Ei,q = Êi,q
The four quarter lag is used to exclude any seasonal earnings
bias. Using the expectations model, earnings announcements are
divided into three groups: (a) favorable if Ei,q>Êi,q, (b) neutral if Ei,q=Êi,q
and (c) unfavorable if Ei,q<Êi,q. The three announcement groups are
then categorized based on the market capitalization of the firm making
the announcement. The market capitalization of the firms included in
the sample ranged from PKR4.4 million to PKR173.7 billion with a
median value of PKR442.4 million. The firms having a market
capitalization of PKR442.4 million or lesser are categorized as relatively-
small-capitalized-value (RSCV) firms
Table 1
Industry Composition of Sample
Industry Announcements Firms 
Chemicals 25 14 
Construction and Materials 
(Cement) 41 22 
General Industrials 11 7 
Electronic and Electrical Goods 6 3 
Engineering 16 10 
Industrial Transportation 3 2 
Automobile and Parts 28 15 
Food Producers 14 10 
Household Goods 5 3 
Personal Goods (Textile) 74 46 
Pharma and Bio Tech 9 7 
Media 3 2 
Travel and Leisure 7 4 
Fixed Line Telecommunication 6 4 
Electricity 21 13 
Commercial Banks 40 22 
Non-Life Insurance 26 16 
Life Insurance 5 3 
Real Estate Investment and 
Services 3 2 
Financial Services 49 27 
Equity Investment Instruments 41 32 
Total 433 264 
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Table 2
Announcements in Sample
Announcements Firms Announcements 
1 95 95 
2 169 338 
Total 264 433 
 
and those having a market capitalization greater than
PKR442.4 million are categorized as relatively-large-capitalized-value
(RLCV) firms. For the purpose of categorizing the firms as RSCV or
RLCV, the market capitalization values as of the beginning of 2010
(for the announcements made during the year 2010) and 2011 (for the
announcements made during the year 2011) are used. Three
announcement groups and two capitalization categories resulted in
six subgroups of sample announcements. Table 4 presents the
categorization of sample announcements by unanticipated quarterly
earnings change and market capitalization of the announcing firm.
Table 3
Distribution of Sample Announcements by Month and Year
  2010 2011 Total 
January 1 6 7 
February 0 0 0 
Mar ch 1 0 1 
April 48 52 100 
May 2 3 5 
June 0 0 0 
July 4 2 6 
August 0 0 0 
September 0 0 0 
October 141 114 255 
November 45 14 59 
December 0 0 0 
Total 242 191 433 
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Stock returns are observed for the event window which
comprises of a period of 20 days before the earnings announcement
through 20 days after the announcement date (day -20 till day +20). If
the earnings announcements contain useful information content for
investors, the magnitude of the price change (in either direction) should
be larger during the days surrounding the announcement date. To
reduce the effects of market-wide factors on the stock returns, abnormal
returns (ARs) during the event window are calculated as the difference
between actual returns and expected returns:
ARit = Rit – E(Rit)
where, ARit = Abnormal return for stock i on day t.
Rit = Actual return of stock i at time t.
E(Rit) = Expected return on stock i at time t.
The following market model is used to calculate the expected returns
on a stock:
E(Rit)= αi +βiRim+ µi
Table 4
Categorization of Sample Announcements by Earnings Change






by RSCV firms 
Announcements 
by RLCV firms 
Favorable 221 110 111 
Neutral 8 6 2 
Unfavorable 204 101 103 
Total 433 217 216 
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Estimates of αi and βi are obtained using linear regressions
calculated on stock returns of estimation period which comprises of
200 days prior to the event window (day -220 to day -21) for each
quarterly earnings announcement in the sample. The period of 20
days prior to the announcement date is not included in the estimation
period to prevent the event’s influence on the parameter estimates.
Cumulative abnormal returns (CARs) are also calculated for
the period surrounding the announcement date (-20 to +20).
t
where, CARit = Cumulative abnormal return for stock i on day t.
Empirical Results
The analysis is performed first for the three groups(favorable,
neutral and unfavorable announcements) and then for the six
subgroups (RSCV firms making favorable, neutral and unfavorable
announcements and RLCV firms making favorable, neutral and
unfavorable announcements). If the market is efficient with respect to
quarterly announcements, then the favorable-change ARs should
not be significantly greater than zero, the neutral-change ARs should
not be significantly different from zero and the unfavorable-change
ARs should not be significantly lesser than  zero.
The mean ARs and mean CARs realized by stockholders
during the event window for each of the three groups of sample
announcements (favorable, neutral and unfavorable) are presented
in table 5. The t-statistics presented indicate whether the ARs are
significantly different from zero. These results indicate that investors
of the companies that announced quarterly earnings increases earned
positive ARs on the day of earnings announcement, but these returns
are not significantly greater than zero. Mean AR for the favorable
announcement group on the announcement day is 0.008. However,
ܥܣܴ݅ݐ = ෍ܣܴ݅݊
ݐ=1  
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there are significant negative mean ARs observed for this group on
some days in the post-announcement period.
Stockholders of the companies with no change in quarterly
announcements earned negative abnormal returns on the earnings
announcement day but these returns are not significantly lesser than
zero. The companies which announced decreases in quarterly earnings
also reported negative abnormal returns for earnings announcement
day.  The mean negative AR on the announcement day for the
unfavorable announcement group is -0.008 but is statistically
significant. There are significant negative mean ARs observed for this
group on some days in both pre- and post- announcement periods.
The mean ARs and mean CARs for the subsamples of RSCV
and RLCV firms are presented in tables 6 and 7 respectively. Mean
ARs on the announcement day for both RSCV and RLCV firms making
favorable earnings announcements are positive (0.012 and 0.004
respectively) but not significant. Mean ARs on the announcement
day for RSCV and RLCV firms making unfavorable earnings
announcements are negative (-0.009 and -0.006 respectively) but not
significant. These results imply that the stocks with positive quarterly
earnings change are not performing significantly better than stocks
with zero or negative earnings changes in Pakistan.
The CARs during the 41-day event window reported by three
groups and six subgroups are plotted in Figure 1. For all the firms
making neutral and unfavorable earnings announcements, the
cumulative price change during the 41-day event window is close to
zero. This result is evident for RSCV and RLCV firms as well as their
combined group. For the group of all firms making favorable
announcement and RSCV firms making favorable announcements,
the cumulative price change during the event window is negative. For
RLCV firms making favorable announcements, however, positive price
change is observed for the event window. The result could be justified
by the fact that in case of Pakistan, the companies with large market
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capitalization are not necessarily the ones with high liquidity, because
of small market float or their high share price. But during the days
surrounding their favorable earnings announcements, the liquidity
of these stocks improve, hence, resulting in the increased stock price.
Table 5:
Mean ARs and Mean CARs
Day 
Favorable Announcements a Neutral Announcements b Unfavorable Announcements c 
AR t-value CAR AR t-value CAR AR t-value CAR 
-20 -0.003 -0.687 -0.003 0.036 1.073 0.036 0.000 -0.026 0.000 
-19 -0.002 -0.553 -0.005 -0.076 -1.758 -0.040 -0.011 -2.057** -0.011 
-18 -0.007 -1.621 -0.011 0.020 0.666 -0.020 0.004 0.781 -0.006 
-17 0.003 0.767 -0.008 -0.015 -0.396 -0.035 -0.009 -1.581 -0.015 
-16 0.002 0.393 -0.006 -0.085 -1.554 -0.120 -0.005 -1.134 -0.020 
-15 -0.003 -0.636 -0.009 0.015 0.691 -0.105 -0.001 -0.190 -0.021 
-14 0.000 0.070 -0.009 0.026 0.642 -0.079 -0.010 -1.877* -0.031 
-13 -0.002 -0.389 -0.011 0.022 0.265 -0.057 0.007 1.463 -0.024 
-12 0.003 0.839 -0.008 0.136 1.261 0.079 0.002 0.582 -0.022 
-11 0.002 0.568 -0.005 0.006 0.624 0.085 0.001 0.237 -0.021 
-10 0.004 1.052 -0.001 -0.072 -1.608 0.012 0.002 0.467 -0.019 
-9 -0.002 -0.710 -0.004 0.023 0.424 0.035 0.004 0.727 -0.015 
-8 -0.004 -1.398 -0.008 0.042 1.157 0.077 0.000 0.098 -0.014 
-7 0.001 0.172 -0.008 -0.026 -1.518 0.051 0.000 -0.041 -0.014 
-6 0.004 0.646 -0.003 -0.039 -0.908 0.012 0.010 1.703* -0.004 
-5 0.005 1.520 0.002 0.037 0.811 0.049 0.005 0.871 0.001 
-4 -0.003 -0.844 -0.001 -0.019 -1.037 0.030 0.002 0.287 0.003 
-3 -0.003 -0.923 -0.003 0.004 0.348 0.034 -0.002 -0.529 0.001 
-2 -0.002 -0.543 -0.006 -0.008 -0.268 0.026 0.000 -0.044 0.001 
-1 0.002 0.650 -0.003 0.019 0.326 0.045 0.002 0.334 0.002 
0 0.008 1.507 0.005 -0.054 -1.072 -0.009 -0.008 -1.573 -0.006 
1 -0.005 -1.205 0.000 -0.021 -0.747 -0.030 -0.001 -0.164 -0.006 
2 -0.003 -0.836 -0.003 0.040 1.306 0.010 -0.007 -2.308** -0.014 
3 -0.005 -1.247 -0.009 0.008 0.733 0.018 0.000 -0.108 -0.014 
4 0.002 0.603 -0.006 -0.028 -1.083 -0.010 0.003 0.474 -0.012 
5 0.003 0.800 -0.003 0.034 1.083 0.024 -0.009 -2.087** -0.020 
6 -0.007 -2.033** -0.010 -0.043 -2.117 -0.019 0.001 0.256 -0.019 
7 0.001 0.198 -0.009 0.017 0.681 -0.002 0.005 0.835 -0.014 
8 0.002 0.386 -0.007 -0.026 -1.351 -0.028 -0.004 -0.972 -0.017 
9 -0.003 -1.444 -0.011 -0.012 -0.656 -0.040 0.004 0.899 -0.013 
10 0.002 0.871 -0.008 -0.020 -0.365 -0.060 0.002 0.614 -0.011 
11 0.002 0.736 -0.006 0.012 0.650 -0.048 -0.003 -1.149 -0.014 
12 -0.006 -1.971** -0.012 0.125 1.023 0.078 -0.008 -1.586 -0.022 
13 0.001 0.319 -0.011 -0.023 -1.266 0.054 0.002 0.645 -0.020 
14 -0.007 -1.762* -0.018 -0.018 -0.555 0.036 -0.002 -0.669 -0.022 
15 0.003 0.466 -0.015 0.001 0.141 0.036 0.001 0.207 -0.021 
16 0.002 0.473 -0.013 -0.005 -1.007 0.031 0.002 0.521 -0.018 
17 -0.002 -0.557 -0.015 0.032 0.504 0.063 0.003 0.641 -0.016 
18 0.004 1.176 -0.010 -0.033 -1.392 0.030 0.001 0.221 -0.015 
19 -0.003 -0.931 -0.014 -0.006 -0.234 0.024 0.005 0.782 -0.010 
20 -0.001 -0.350 -0.015 -0.033 -0.456 -0.009 0.009 1.498 -0.001 
(a) 221 cases, (b) 8 cases, (c) 204 cases 
*significant at 5 percent level   **significant at 2.5 percent level  
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Day 
Favorabl e Announcements a Neutral  Announcements  b Unfavorable Anno uncements c 
AR t-value CAR AR t-value CAR AR t-value CAR 
-20 -0.005 -0.707 -0.005 0.038 0.823 0.038 0.001 0.107 0.001 
-19 -0.004 -0.588 -0.009 -0. 101 -1.831 -0.063 -0.019 -1.958* -0.018 
-18 -0.012 -1.523 -0.021 0.034 0.865 -0.029 0.011 0.997 -0.007 
-17 0.005 0.675 -0.016 -0. 025 -0.478 -0.054 -0.012 -1.153 -0.020 
-16 0.001 0.085 -0.015 -0. 114 -1.629 -0.168 -0.005 -0.534 -0.025 
-15 -0.011 -1.543 -0.026 0.022 0.751 -0.146 0.001 0.125 -0.023 
-14 0.003 0.248 -0.024 0.033 0.624 -0.112 -0.021 -2.124** -0.044 
-13 -0.006 -0.645 -0.029 0.026 0.232 -0.086 0.012 1.304 -0.032 
-12 0.002 0.317 -0.028 0.182 1.282 0.096 0.001 0.190 -0.031 
-11 0.004 0.457 -0.024 0.011 0.995 0.107 0.001 0.098 -0.030 
-10 0.002 0.300 -0.022 -0. 096 -1.658 0.011 0.004 0.577 -0.026 
-9 -0.006 -0.846 -0.027 0.026 0.351 0.037 0.005 0.486 -0.021 
-8 -0.007 -1.257 -0.035 0.055 1.150 0.092 0.001 0.127 -0.020 
-7 -0.001 -0.107 -0.036 -0. 036 -1.718 0.056 -0.005 -0.702 -0.024 
-6 0.011 0.865 -0.024 -0. 055 -0.948 0.001 0.019 1.672* -0.005 
-5 0.010 1.491 -0.015 0.051 0.842 0.052 0.002 0.177 -0.003 
-4 -0.005 -0.851 -0.020 -0. 024 -0.995 0.028 0.006 0.541 0.003 
-3 -0.005 -1.009 -0.025 0.009 0.638 0.037 -0.004 -0.504 0.000 
-2 -0.005 -0.594 -0.030 -0. 012 -0.290 0.025 0.002 0.277 0.002 
-1 0.008 1.201 -0.022 0.025 0.322 0.050 0.005 0.559 0.007 
0 0.012 1.147 -0.010 -0. 073 -1.106 -0.023 -0.009 -1.017 -0.002 
1 -0.010 -1.406 -0.019 -0. 020 -0.511 -0.043 0.004 0.386 0.002 
2 -0.005 -0.712 -0.025 0.054 1.324 0.011 -0.013 -2.239** -0.012 
3 -0.007 -0.832 -0.031 0.014 0.984 0.025 0.005 0.612 -0.007 
4 0.007 1.204 -0.024 -0. 034 -0.981 -0.009 0.006 0.607 0.000 
5 0.002 0.226 -0.022 0.041 0.967 0.032 -0.016 -2.031** -0.016 
6 -0.014 -2.027** -0.036 -0. 053 -2.010 -0.021 0.006 0.570 -0.010 
7 -0.002 -0.260 -0.038 0.025 0.758 0.004 0.008 0.640 -0.002 
8 0.009 0.905 -0.029 -0. 041 -1.861 -0.037 -0.009 -1.256 -0.011 
9 -0.005 -1.136 -0.034 -0. 026 -1.230 -0.063 0.011 1.319 0.000 
10 0.004 0.726 -0.030 -0. 019 -0.247 -0.082 0.001 0.176 0.001 
11 0.003 0.580 -0.027 0.022 0.918 -0.059 -0.006 -1.254 -0.005 
12 -0.012 -2.257** -0.039 0.161 0.984 0.102 -0.013 -1.440 -0.019 
13 -0.003 -0.661 -0.042 -0. 035 -1.513 0.067 0.003 0.428 -0.016 
14 -0.013 -1 .735* -0.055 -0. 012 -0.277 0.055 -0.007 -1.182 -0.023 
15 0.008 0.701 -0.047 -0. 003 -0.523 0.052 0.001 0.071 -0.022 
16 0.003 0.382 -0.044 -0. 009 -1.492 0.043 0.003 0.353 -0.019 
17 -0.001 -0.234 -0.045 0.047 0.552 0.090 0.006 0.844 -0.012 
18 0.005 0.669 -0.040 -0. 043 -1.428 0.046 0.002 0.317 -0.010 
19 -0.007 -0.978 -0.047 -0. 010 -0.278 0.037 0.004 0.597 -0.006 
20 0.002 0.369 -0.045 -0. 042 -0.423 -0.005 0.006 0.795 0.000 
(a) 110 cases, (b) 6 cases, (c) 101 cases *significant at 5 percent level   **significant at 2.5 percent level 
Table 6:
Mean ARs and Mean CARs: RSCV Firms
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Table 6:
Mean ARs and Mean CARs: RLCV Firms
Day 
Favorable Announcementsa Neutral Announcementsb Unfavorable Announcementsc 
AR t-value CAR AR t-value CAR AR t-value  CAR 
-20 0.000 -0 .059 0.000 0.038 0.475 0.038 -0.001 -0.470 -0.001 
-19 0.000 -0 .060 0.000 -0.101 -1.057 -0 .063 -0.002 -0.657 -0.004 
-18 -0.001 -0 .565 -0.002 0.034 0.499 -0 .029 -0.002 -0.559 -0.005 
-17 0.001 0.391 -0.001 -0.025 -0.276 -0 .054 -0.005 -1.639 -0.011 
-16 0.003 0.835 0.002 -0.114 -0.941 -0 .168 -0.006 - 1.922* -0.016 
-15 0.006 1.438 0.008 0.022 0.434 -0 .146 -0.003 -0.838 -0.019 
-14 -0.002 -0 .685 0.006 0.033 0.360 -0 .112 0.001 0.363 -0.018 
-13 0.002 0.665 0.008 0.026 0.134 -0 .086 0.002 0.680 -0.016 
-12 0.004 1.109 0.012 0.182 0.740 0.096 0.003 1.033 -0.013 
-11 0.001 0.406 0.013 0.011 0.574 0.107 0.001 0.439 -0.011 
-10 0.006 2.569** 0.019 -0.096 -0.957 0.011 -0.001 -0.218 -0.012 
-9 0.001 0.329 0.019 0.026 0.203 0.037 0.003 0.868 -0.009 
-8 -0.002 -0 .612 0.018 0.055 0.664 0.092 0.000 -0.122 -0.009 
-7 0.002 0.918 0.020 -0.036 -0.992 0.056 0.005 1.427 -0.005 
-6 -0.003 -0 .807 0.018 -0.055 -0.547 0.001 0.001 0.362 -0.003 
-5 0.001 0.389 0.019 0.051 0.486 0.052 0.008 2.414** 0.005 
-4 0.000 -0 .167 0.018 -0.024 -0.574 0.028 -0.003 -1.046 0.002 
-3 0.000 0.047 0.018 0.009 0.368 0.037 0.000 -0.157 0.002 
-2 0.000 -0 .018 0.018 -0.012 -0.168 0.025 -0.002 -0.898 -0.001 
-1 -0.003 -1 .341 0.015 0.025 0.186 0.050 -0.002 -0.629 -0.003 
0  0.004 1.363 0.019 -0.073 -0.639 -0 .023 -0.006 -1.620 -0.009 
1  0.000 -0 .008 0.019 -0.020 -0.295 -0 .043 -0.006 -1.570 -0.014 
2  -0.001 -0 .465 0.018 0.054 0.765 0.011 -0.002 -0.688 -0.016 
3  -0.004 -1 .590 0.014 0.014 0.568 0.025 -0.006 - 1.685* -0.022 
4  -0.003 -0 .860 0.011 -0.034 -0.566 -0 .009 -0.001 -0.429 -0.023 
5  0.005 1.320 0.016 0.041 0.559 0.032 -0.001 -0.533 -0.024 
6  -0.001 -0 .441 0.015 -0.053 -1.161 -0 .021 -0.003 -1.139 -0.028 
7  0.004 1.451 0.019 0.025 0.438 0.004 0.003 1.073 -0.025 
8  -0.005 -2.266** 0.014 -0.041 -1.075 -0 .037 0.001 0.564 -0.024 
9  -0.002 -0 .964 0.012 -0.026 -0.710 -0 .063 -0.003 -0.975 -0.026 
10 0.001 0.485 0.014 -0.019 -0.142 -0 .082 0.003 1.673* -0.023 
11 0.001 0.462 0.015 0.022 0.530 -0 .059 0.000 -0.005 -0.023 
12 0.000 0.047 0.015 0.161 0.568 0.102 -0.002 -0.743 -0.025 
13 0.005 1.112 0.020 -0.035 -0.873 0.067 0.002 0.605 -0.023 
14 -0.001 -0 .403 0.019 -0.012 -0.160 0.055 0.002 0.790 -0.021 
15 -0.003 -0 .922 0.017 -0.003 -0.302 0.052 0.001 0.388 -0.020 
16 0.001 0.413 0.018 -0.009 -0.861 0.043 0.002 0.677 -0.018 
17 -0.002 -1 .001 0.015 0.047 0.319 0.090 -0.001 -0.390 -0.019 
18 0.004 1.667 0.019 -0.043 -0.824 0.046 -0.001 -0.241 -0.020 
19 0.000 -0 .011 0.019 -0.010 -0.161 0.037 0.005 0.542 -0.015 
20 -0.005 -1 .486 0.014 -0.042 -0.244 -0 .005 0.012 1.273 -0.002 
(a) 111 cases, (b) 2 cases, (c) 103 cases *significant at 5 percent level   **significant at 2.5 percent level  
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Mean Daily CAR for RSCV Firms
Figure 1c
Mean CAR for RLCV Firms
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Conclusion
The study examines the stock price reaction to the
unexpected quarterly earnings announcements made by listed firms
in Pakistan using the data of 433 announcements made by 264 firms
for a 2-year period from 2010 to 2011. Positive and negative abnormal
returns are observed for firms making favorable and unfavorable
earnings announcements, respectively; but these returns are not
statistically significant. The findings show that the unexpected
quarterly earnings announcements do not have any significant price
reaction in Pakistani market and over the period covered by the present
study, investors could not have earned above average risk-adjusted
rates of return by evaluating information contained in quarterly
earnings announcements made by Pakistani companies. Furthermore,
when the sample firms are categorized based on size, large (RLCV)
firms with favorable announcements show a positive cumulative price
pattern whereas the overall sample and small (RSCV) firms with
favorable announcements show a negative cumulative price pattern.
However, the difference is the result is not significant thus supporting
that in case of Pakistan, the price reaction to the quarterly earnings
announcement is not related to the size of the firm.
The study can be extended to more time periods to ensure
the results apply more widely. Future studies can compare the price
reaction surrounding the annual and interim earnings announcements.
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